Capitalism Should Return to Its Rools

By Carl C. Icahn

limit executive pay to $500,000 a

year—plus restricted stock—for
institutions that get government fund-
ingisunderstandable. Still, salary caps
are only a stopgap measure that fails to
address the root of the problem.

The real problem is that many cor-
porate managements operate with im-
punity—with little oversight by, or ac-
countability to, shareholders. In-
stead of. operating as aggressive
watchdogs over management and cor-
porate assets, many boards act more
like lapdogs.

espite the fact that managements,
‘t with some exceptions, have done
an extremely poor job, they are often

President Barack Obama’s plan to

lavishly rewarded regardless of their °

performance.

We must change this dismal state
of affairs if we are to rebuild our econ-
omy in a sustainable way that restores
confidence. If we don’t, these prob-
lems will keep recurring as investors
pile into the next Wall Street innova-
tion or asset bubble, enabled by the
kinds of managements that nearly
sank Wall Street.

' The problem, as I have long main-
tained, is that boards and manage-
ments have been entrenched by years
of statelaws and court decisions that in-
sulate them from shareholder account-
-ability and allow them to maintain
their salary-and-perk-laden sinecures.

What we need are fewer govern-
ment rules at the state level that pro-
tect managements. We need to return
capitalism—our great national wealth
machine—-to its roots, where owners
call the shots to managements, not the
0 ay around.

rently, corporate law is largely
the province of state governments, not

federal. As a result, most corporations
migrate to, and incorporate in, states
that offer the most protection for man-
agements,

Management-friendly states have a
vested interest in attracting these com-
panies because hosting them gener-
ates asubstantial portion of state reve-
nues. It’s a symbiotic relationship: The
state offers management protections

and, in return, receives much-needed"

tax revenue,

However certain states, like North
Dakota, offer many more rights and pro-
tections to shareholders. Because share-
holders own companies, they should
have the right to move a company to a

We wouldn’t need pay
caps if shareholders
were given their rights.

state that gives shareholders more pro-
tections.

What is needed, therefore, is a fed-
eral law that allows shareholders to
vote by simple majority to move their
company’s incorporation to another

state. That power is currently vested

with boards and management.

This move would not be a panacea
for all our economic problems. But it
would be a step forward, eliminating
the stranglehold managements have on

~ shareholder assets. Shouldn’t the own-

ers of companies have these rights?

Now some might ask: If this policy
proposal is right, why haven’t the big
institutional shareholders that con-
trol the bulk of corporate stock and vot-
ing rights in this country risen up and
demanded the changes already?

This is because many institutions

- have a vested interest in supporting
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their managements. It is the manage-
ment that decides where to allocate
their company’s pension plamgnd
401(k) funds. And while there are insti-
tutions that do care about shareholder
rights, unfortunately there are others
that are loath to vote against the very
managements that give them valuable
mandates to manage billions of dollars.

This is an obvious and insidious con-
flict of interest that skews voting to-
wards management. It is a problem that
has existed for years and should be ad-
dressed with new legislation that bene-
fits both stockholders and employees,
the beneficiaries of retirement plans.

I'am not arguing for a wholesale re-
pudiation of corporate law in this coun-
try. But it is in our national interest to
restore rights to equity holders who
have seen their portfolios crushed at
the hands of managements run amok,
The suggestions above would do a
great deal to change the dynamics of
corporate governance in this country.
Such a change will make us more pro-
ductive as an economy, generating
more wealth for everyone,

The Wall Street bailout and eco-
nomic stimulus packages may be un-
fortunate and necessary steps to re-
vive this flagging economy. But it is im-
portant to attack the real problem by
demanding more management ac-
countability.

I have initiated United Sharehold-
ers of America to empower sharehold-
ers to institute changes, and I encour-
age you to join our cause. A maj ority of
the U.S. population owns shares. Their
voices need to be heard—now—on Cap-
itol Hill and in the boardrooms of cor-
porate America.

Mr. Icahn is chairman of Icahn En-
terprises, a publicly traded diversified
holding company.
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